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Priority for Europe Set by Truman and Attlee 


Wasuincton—While the Korean military 
crisis has fixed attention on Asia, Europe 
remains the focus of United States foreign 
policy. The talks between British Prime 
Minister Attlee and President Truman in 
Washington from December 4 to 8 served 
to reafirm that fundamental concept, 
which the United Nations retreat in 
Korea had briefly endangered. The en- 
forced withdrawal of UN forces from 
Korea could endanger it again at a later 
date. 


Focus on Europe 


President Truman could have met the 
Korean problem, on the one hand, by 
moving militarily in some manner against 
Communist China, but instead he agreed 
with Mr. Attlee to follow a program that 
will, so far as the United States can con- 
trol the situation, keep our combat en- 
tanglement in Asia limited to Korea. On 
the other hand, he could have called for 
a diplomatic approach to the Soviet Union 
and the Chinese Communists in order to 
ascertain their views about the bases for 
a settlement of East-West differences. 
While the Truman-Attlee communiqué of 
December 8 said that “we are ready to 
seek an end to the hostilities [in Korea] 
by means of negotiation,” the President 
continues to support the thesis, which he 
and other officials have repeatedly set forth 
since the outbreak of the Korean war, that 
the United States and other Western pow- 
ers must be strong in arms before they 
negotiate on fundamentals with the So- 
viet Union. 

In its past search for strength the Ad- 
ministration has emphasized the defense 
of Europe, a project which would be 


jeopardized by all-out retaliation against 
the Chinese Communists in Korea. The 
talks between the President and Prime 
Minister stressed means for carrying for- 
ward the program of rearming Europe, 
even though the communiqué said: “We 


Se = 


a BS SM 
= oe ee -_>'\ _ 





FPA membership —a Christmas gift 
that is enjoyed for twelve full months. 





believe that the Communist leaders of the 
Soviet Union and China could, if they 
chose, modify their conduct in such a way 
as to make these [Western] defense prepa- 
rations unnecessary. We shall do every- 
thing that we can through whatever chan- 
nels are open to us to impress this view 
upon them and to seek a peaceful solution 
of existing issues.” 

Giving no sign of hope for achieving 
a peaceful solution now, however, the 
Administration since Mr. Attlee’s 
has embarked on a fourfold program for 
adding to the strength of Europe with 
the following four objectives: 1) to in- 
crease the military capabilities of Britain; 
2) to expand the production of arms here 
and in Britain; 3) to bring into being the 
“integrated force for the defense of Eu- 
rope” upon which the foreign ministers 
of the North Atlantic treaty powers agreed 
at their September meeting; and 4) to 
deal with the problem raised by shortages 
of raw materials which the North Atlantic 
treaty powers need in order to satisfy 
civilian and defense requirements. “The 
pressure of Communist expansion existed 
in Europe and elsewhere long before the 
aggression against Korea,” the communi- 
qué said. 


Visit 


Washington has been optimistic many 
times in the past about the chances of or- 
ganizing the defense of Europe, only to 
be disappointed, and a gap between as- 
piration and reality still exists, although 
it appears to be growing narrower. The 
Truman-Attlee meeting left the two allies 
uncertain, for one thing, about the point 
at which a rearmament program becomes 
a source of weakness instead of strength 
as a result of its interference with the 
civilian economy. “We have agreed that 
the maintenance of healthy civilian econo- 
mies is of vital importance to the success 
of our defense efforts,” the leaders said. 


However, the Western nations cannot 
now easily support that proposition in 
practice. Subordination of the civilian 
economy to defense requirements in a far 
greater degree than present policies de- 
mand seems to lie ahead for the United 
States. Secretary of Defense George C. 
Marshall on December 9g -told reporters 
at the Capitol that President Truman was 
“seriously considering announcement of 
a declaration of a national emergency,” 
preliminary to total mobilization of na- 
tional resources in order to accelerate the 
defense of the United States and Europe. 


Riddle of Germany 

The role of Germany in the Western 
defense is still a riddle for the North At- 
lantic treaty powers. The French cabinet 
on December 6 modified its previous views 
about Germany by approving suggestions, 
first, that the West German government 
may recruit German combat teams for use 
in the integrated force for the defense of 
Europe and, second, that the North At- 
lantic treaty powers might begin the fer- 
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mation of integrated units before the 
Western European powers accept the 
Schuman plan. The American, British 
and French High Commissioners in Ger- 
many would supervise the raising of the 
German armed forces through the plan 
which the French accepted, a plan de- 
vised by Charles M. Spofford, United 
States deputy on the North Atlantic 
Council. In view of the French action the 
deputies of all the Council powers on De- 
cember 7 announced that they were 
“ready to enter into a meeting with the 
Military Committee for the joint consid- 
eration of politico-military aspects of the 
German contribution.” The French cabi- 
net, however, called for a French gov- 
ernment conference in January to con- 
sider whether German units should be 
admitted to a European army (a unified, 
rather than merely integrated, force), the 
creation of which France continues to 
favor. Secretary of State Dean Acheson’s 
decision on December 11 to go to Brussels 
this weekend for a meeting of the North 
Atlantic foreign ministers stemmed from a 
desire to meet this French hesitancy. The 
allies still disagree about the basic nature 
of the force to be set up by the Euro- 
pean North Atlantic powers because not all 
of them support the concept of a Euro 
pean army. Moreover, the West German 
governent itself is vague about its will- 
ingness to recruit the combat teams that 
Mr. Spofford has in mind. Chancellor 
Konrad Adenauer on November 24 dis- 


closed that he had asked the Western 
occupying powers to sign a “security 
treaty” as a basis for the defense of Ger- 
many. The conditions of German partici- 
pation in Western rearmament which he 
laid down in his respect have so far not 
been met by the occupiers. Nevertheless, 
the Military Committee of the North At- 
lantic Treaty Organization met in Lon- 
don this week to try once more to reach 
agreement for the establishment of the 
long-sought integrated force. 


Disharmony on Asia 

The American President and the British 
Prime Minister succeeded in the main in 
giving a picture of a “through-thick-and- 
thin” unity between their countries, but 
the one point on which their communiqué 
frankly said they disagreed touched the 
very question which inspired their meet- 
ing—China. Britain favors and the United 
States opposes admission of the Peiping 
regime to the UN. China also raises di- 
visive questions not mentioned in the 
communiqué. 

Britain and other members of the Com- 
monwealth have favored adjustment of 
present international difficulties by diplo- 
matic means. The burden of their com- 
ments is that the West should come to 
terms with Communist China. Canadian 
Minister for External Affairs Lester B. 
Pearson in a radio address on Decem- 
ber 5 advocated the inauguration of peace 
negotiations with the Chinese “by every 





means ... if and when the military posi- 
tion [in Korea] is stabilized.” Sir Benegal 
N. Rau, Indian delegate to the United 
Nations, on December 9 announced that 
he had been told by Wu Hsiu-Chuan, 
head of the special Chinese People’s Re- 
public mission at the UN, that Wu was 
“desirous of bringing the fighting to an 
end as early as possible.” Sir Benegal 
talked with General Wu on behalf of 13 
Asian and Middle Eastern UN members 
which on December 5 called on the Chi- 
nese Communists “to declare that it is not 
their intention that any forces under their 
control should cross to the south of the 
Thirty-eighth Parallel.” 

Since General Wu’s government sent 
him to Lake Success to talk about For- 
mosa, that issue undoubtedly would enter 
any diplomatic discussions in which he 
participated relating to the cessation of 
hostilities in Korea. The Truman Admin- 
istration is not free to come to terms with 
Communist China in exchange for aban- 
donment of our policy of protecting Gen- 
eralissimo Chiang Kai-shek’s control over 
Formosa. Leading Republican Senators 
whom the President has tried to concili- 
ate in the past oppose such abandonment. 
As long as United Nations forces can hold 
a position in Korea and thereby prevent 
the eruption of a new crisis in American 
opinion over Asia, however, this division 
between Britain and the United States 
need not threaten the trans-Atlantic unity 
respecting Europe. Brair Bo.ies 


Global Action Needed on Raw Material Problems 


In the course of their meetings in Wash- 
ington President Truman and Prime 
Minister Attlee discussed on December 6 
“the economic problems arising from the 
mutual defense efforts with particular ref- 
erence to raw material requirements. It 
was agreed that the problem of raw ma- 
terial shortages was vitally urgent and 
that vigorous efforts should be made to 
increase production and to assure the most 
effective use of the limited supplies 
available.” 


Four days earlier the European Marshall 
Plan Council—disturbed by the effect this 
country’s “stockpiling” program and the 
upward price trend in international com- 
modity markets were having on their 
economies—had voted to send a group of 
experts to Washington to work out a 
North Atlantic program of cooperative 
action to control prices and supplies of 
vital raw materials. 

Sharp fluctuations in prices of raw ma- 


terials as contrasted with the more rigid 
prices of manufactured goods have always 
created problems in relations between na- 
tions. In time of war or during periods 
of intense business activity the prices of 
raw materials have a disconcerting effect 
on economic viability. Rising prices and 
shortages—since the supply is inelastic, 
output cannot be increased significantly as 
the demand increases—tend to become a 
bottleneck retarding rearmament and in- 
dustrial expansion. While battles are 
fought by armed soldiers, the sinews of 
war are tin, copper, sulphur, aluminum, 
zinc, lead, nickel, cotton, wool, timber, 
cobalt, chrome, manganese and various 
other materials. 


Developments Since Korea 


When the Korean war started, the Dow- 
Jones spot commodity price index was at 
167 while the futures index was 155 
(1924-26 average is 100). At the end of 


the first week in December the spot index 
had advanced to 208, while the futures 
index had risen to 192. The intervening 
months were not characterized by a steady 
upward movement. Nervous price trends 
have been apparent since June 25, and 
every month except July showed a sig- 
nificant dip followed by an even more 
substantial increase. The wholesale price 
index for raw materials compiled by the 
Bureau of Labor Statistics (1926 equals 
100) was 167.7 in June and 181.7 in Sep- 
tember. 

The price of tin advanced to an all- 
time high. In 1947 the American price 


was $78 per 100 lbs.; in July, 1950 the 


price had reached $87.08; and on Decem- 
ber 6 the quotation was $142. Copper is 
currently listed at $24.50 per 100 lbs., 
whereas in July the price was $22.50. Sul- 
phur—a basic ingredient in the produc- 
tion of steel, rubber and paper—has risen 
$3 to $4 a ton in recent days and now 
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sells at $21 a ton. Since sulphur is found 
in large quantities in this country, Euro- 
pean nations which relied on us for sup- 
plies have been severely inconvenienced by 
this country’s decision to curtail exports 
due to the demands of mobilization. 

Natural rubber, which was priced at 
$39 per 100 lbs. in July of this year, is 
currently quoted at $67.50. Meanwhile, on 
December 6 the Reconstruction Finance 
Corporation, which manages the feder- 
ally-owned synthetic rubber industry, an- 
nounced that the prevailing price of 18% 
cents a lb. would rise to 244% cents. 
Aluminum now sells for $19 per 100 lbs. 
in contrast to a price of $17 in December 
1949. In that same period zinc advanced 
from $9.75 per 100 lbs. to $17.50. Today 
100 Ibs. of lead commands $17, while in 
July the price was $11.50. This list could 
be extended to include all strategic raw 
materials, and in every case a substantial 
price increase would be evident. 

The significance of the initial rise in 
commodity prices was misinterpreted. It 
was believed that the impact of increased 
United States purchases of raw materials 
would narrow and perhaps close the dollar 
gap—and indeed it has. However, as the 
Federal Reserve Bank of New York and 
the Gray Report on Foreign Economic 


Policies have pointed out in recent weeks, 
this is but a transitory effect due to the 
fact that this country slammed its mo- 
bilization effort into high gear before the 
other North Atlantic treaty nations had 
picked up speed. According to the Gray 
report, the “main reason why the recent 
rate of improvement now appears likely 
to be temporary, however, is that West- 
ern Europe has not yet felt the full im- 
pact of higher raw material prices arising 
from acceleration of United States rearma- 
ment, nor the impact of its own prospec- 
tive rearmament. A serious inflation in the 
prices of raw materials, which Western 
Europe must import, relative to the prices 
of manufactured goods, which it exports, 
may adversely affect both its dollar and 
nondollar balance of payments positions.” 


Possible Solutions 


In peactime the difficulties associated 
with maintaining stability in raw material 
prices are frequently met by interna- 
tional commodity agreements between 
producers and consumers. At the pres- 
ent time, however, Washington, London 
and Paris are interested in another type 
of international agreement. The Wall 
Street Journal speculated on December 7 
that the Truman-Attlee talks might lead 


to the re-emergence of a Combined Raw 
Materials Board similar to the organiza- 
tion that functioned effectively during 
World War II. The procedure used dur- 
ing the war was literally to divide up the 
available raw material resources between 
the United States and Britain. For ex- 
ample, the Allied rubber procurement 
program gave this country responsibility 
for purchasing natural rubber in South 
America and Liberia, while Britain took 
the rest of Africa and Far Eastern areas 
free of Japanese control. 

While the United States is in better 
shape as regards existing stocks of raw 
materials than it was at the outbreak of 
World War II, any protracted fighting 
would require long-range planning for 
replenishment of supplies and division of 
existing sources with our allies. One of 
the problems in setting up a new boardis 
how to achieve maximum efficiency, since 
a new raw materials board would cer- 
tainly have far wider national representa- 
tion than its predecessor. 

There is little doubt, however, that 
some sort of international agreement will 
be reached in the near future. The need 
is acute, and it is impossible for purely 
national agencies to do the job. 

Howarp C. Gary 


Korean Crisis Exposes Changes in Balance of Power 


While the United States and Britain have 
declared that there will be no “yielding” in 
Asia or Europe, reports from Paris in- 
dicate that on December g the United 
States, Britain and France, replying to a 
Kremlin note of November 3 on Ger- 
many, agreed to ask the U.S.S.R. to join 
them in diplomatic conversations regard- 
ing the possibility of a Big Four confer- 
ence on all outstanding controversial is- 
sues. It has also been rumored at Lake 
Success that the Peiping government is 
ready to negotiate about Korea on two 
conditions: that Communist China par- 
ticipate in such negotiations on a basis of 
equality and that all major Far Eastern 
problems be discussed. These rumors and 
reports have focused attention on a re- 
appraisal of Russia’s position in world 
affairs and of United States and United 
Nations policy toward Russia. 


U.S.-—U.S.S.R. Stalemate 


Under the impact of defeat in Korea 
it is natural that the American people, un- 
accustomed to set-backs such as have been 
suffered over centuries by other nations 
which lived to fight many another day, 


should take a cataclysmic view of the re- 
sulting situation. If we are to maintain 
our sanity, however, it would be well to 
look at the world with at least the sense of 
proportion and self-control that the Brit- 
ish found it possible to summon after 
Dunkirk, the French after the Nazi con- 
quest, the Russians after Stalingrad—all 
disasters which were far more immediate- 
ly threatening to those nations’ survival 
than Korea now is for this country. 

Perhaps the most significant aspect of 
swiftly moving events is that neither the 
United States nor the U.S.S.R. has been 
able to achieve by its own unaided efforts 
sufficient strength to overwhelm or de- 
cisively check the other. Each has sought 
to find and keep allies. Each now faces 
the fact that as recovery progresses, coun- 
tries defeated or weakened in World 
War II are asserting their claims to be 
heard and to participate in any projected 
settlement. Most interesting of all, Brit- 
ain, buttressed by other members of the 
Commonwealth, which now includes 
Asian nations, is once more emerging as 
an important factor in the creation of a 
new balance of power. 


While it is possible that war rather than 
accommodation may be the ultimate re- 
sult of the present world-wide crisis, one 
thing seems certain: any negotiated settle- 
ment will have to take into account the 
realities of the far-reaching changes in 
power relationships that have occurred in 
the past five years. These changes have 
been brought about by Russia’s World 
War II victory and its subsequent attempts 
to extend its influence, America’s un- 
precedented participation in world affairs, 
the comeback of Britain and the Com- 
monwealth, the revival of Germany and 
Japan, the rise of independent nations in 
Asia, notably India, and the consolidation 
of China under a militant Communist 
government. 

The events of the past month have dem- 
onstrated the sound judgment of those 
Far Eastern experts and military officials 
who had reached the conclusion that 
Korea was “indefensible” in an East-West 
struggle in which the Communist na- 
tions chose to exert maximum pressure. 
This judgment, however, was deliberately 
set aside on June 25, when the United 
States and the United Nations decided to 
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resist aggression by the North Koreans. 
The UN decision on Korea established 
an important precedent, about which 
there should be no regret, for collective 
action against an aggressor. This prece- 
dent, which strengthened the will to re- 
sist of many countries, will stand irre- 
spective of the outcome in Korea. 


UN Limitations 


Both the North Korean and the Com- 
munist Chinese armies, which are obvi- 
ously not composed of “volunteers,” re- 
ceive arms and technical assistance from 
the Russians. It is consequently proper 
for the United Nations to inquire whether 
the action taken by UN forces against 
North Korean and Chinese troops should 
not be directed instead first and foremost 
against the U.S.S.R. as the real source of 
aggression. Such a decision, however, 
would mean war between the United 
Nations and Russia. Until now this con- 
tingency, dreaded by most peoples, has 
been avoided for a number of reasons, 
the most important being the blunt fact 
that the nations supporting UN action in 
Korea do not now possess sufficient men 
and weapons (leaving the atomic bomb 
aside for the moment) to engage the 
U.S.S.R. in a two-front war in Europe and 
Asia. The truth is that the UN, while 
strong enough to check aggression by a 
small nation dependent solely on its own 
resources, is not yet in a position to chal- 
lenge a great power. 

The United Nations is not open to 
criticism for its decision to check the 
North Koreans. This decision, which took 
Russia by surprise, was a diplomatic de- 
feat for the Kremlin in spite of the mili- 
tary defeat subsequently suffered by the 
UN forces. What can be criticized is the 
reluctance of the United Nations—princi- 
pally the United States—to calculate the 
consequences of UN intervention in Ko 
rea and the tendency, displayed by Wash- 
ington and deplored in London, Paris and 
New Delhi, to use threats and denuncia- 
tions against Russia and China for lack 
of agreed effective diplomacy and neces- 
sary military strength. 

In the United States military and po- 
litical leaders were understandably con- 
cerned with the security of American 
defenses in the Pacific, including Japan, 
and therefore stressed the need of keep- 


ing Formosa out of the hands of the 
Chinese Communists. Little or no attempt 
was made to take into consideration the 
century-old interest of China and Russia 
in Korean affairs, or the historic fears of 
the two countries that Korea might again 
be used as an invasion route, such as that 
used by Japan to conquer the Asian main- 
land. Attention was properly called here 
to the long tradition of American friend- 
ship with China. Few American spokes- 
men, however, pointed out that the con- 
tinuance of United States support for 
Chiang Kai-shek and Washington’s re- 
fusal to recognize the Peiping regime and 
admit it to the UN would not be regarded 
by the Chinese Communists as friendly 
acts. Washington and Tokyo brushed 
aside warnings by the British, the Indians 
and others that the UN should make a 
realistic estimate of the situation and, 
while standing firm on principle in Korea, 
weigh the possibility of negotiations about 
the ultimate fate of the strategic peninsula. 

Only when these warnings proved tragi- 
cally accurate was negotiation seriously 
considered, as the oncoming Chinese at- 
tack placed the United States and other 
UN members in the perilous situation of 
having to negotiate not from a position 
of strength but from a position of grave 
weakness. The principal source of UN 
weakness—aside from inadequate arma- 
ments—is the divergence that constantly 
threatens to develop between the United 
States and other members. This divergence 
does not concern the necessity of oppos- 
ing aggression. On this point there is 
striking agreement in the UN. The di- 
vergence concerns ways and means of 
dealing with Russia and China, as well 
as with communism elsewhere. 

While the Soviet government has made 
great efforts to capitalize on this di- 
vergence, the United States has paid rela- 
tively little attention to similar weaknesses 
of the U.S.S.R. and rifts within the sup- 
posedly “iron” Soviet bloc. What are these 
weaknesses and rifts, and how could the 
United States and the United Nations 
effectively take advantage of them by 
methods that might spare the world the 
devastation of a war, which, it is gener- 
ally agreed, would leave no victors? 


Vera Micueres DEAN 


(The first of two articles on the United States, 
the United Nations and Russia.) 








News in the Making 











Hiatus 1n Hone Kone: American re- 
strictions on the export to the Far East 
of all strategic goods which might reach 
Communist hands has brought economic 
activity in Hong Kong nearly to a stand- 
still. Business men in the British colony 
fear that the city—an important transfer 
point for goods destined for the Chinese 
mainland—may become a “ghost town.” 


STERLING AND THE CoLomsBo Pian: 
British Chancellor of the Exchequer Hugh 
Gaitskell announced on December 7 that 
Britain would release to India and Cey- 
lon a total of £231 million from the 
blocked sterling balances over the next 
six or seven years. The funds, represent- 
ing British debts incurred during the war, 
will help finance the six-year {1.8 bil- 
lion development program for southern 
Asia under the Colombo plan. Discussions 
are being held to arrange similar releases 
to Pakistan. 


Tue New Gutnea Question: Indo- 
nesian and Dutch negotiators—in accord- 
ance with The Hague agreements of 1949, 
which obligated them to determine the 
fate of New Guinea (Irian) by the end 
of 1950—are currently deadlocked, neither 
side willing to abandon its claims to the 
western half of the huge strategically im- 
portant and potentially rich island. Al- 
though a decision to postpone the deadline 
for a settlement may be reached, pro- 
tracted argument over this question threat- 
ens the Netherlands-Indonesian Union and 
weakens the West during this critical 
period. 


Franco AND GipraLtar: Generalissimo 
Francisco Franco—as reported in the offi- 
cial Falange newspaper, Arriba, on De- 
cember 10—has demanded the return to 
Spain of Gibraltar, obtained by Britain 
under the treaty of Utrecht in 1713. Ob 
servers wonder whether this is an attempt 
to divert attention from internal troubles 
—since the recently repealed UN-ban can 
no longer be used for this purpose—or a 
prelude to demands for greater aid from 
the West. Would the fortress-rock itself 
have any real value for Spain? The Cau- 
dillo, according to Arriba, says “None 
whatever.” 





FOREIGN POLICY BULLETIN. Vol. XXX, No. 10, DECEMBER 15, 1950. 


Published weekly from September through May inclusive and biweekly dur- 


ing June, July and August by the Foreign Policy Association, Incorporated. National Headquarters, 22 East 38th Street, New York 16, N. Y. Brooxs EMENY, 
President; Vera Micueces Dean, Editor; Wi.t1am W. Wane, Associate Editor. Re-entered as second-class matter June 4, 1948, at the Post Office at New York, 
N. Y., under the Act of March 3, 1879. Four Dollars a Year. Please allow at least one month for change of address on membership publications. 


ag 181 


Produced under union conditions and composed and printed by union labor. 





